
llllllllllllllllIIIIIIII
00001 72875

REc£1v1;u
AZ CURP CGMWSSION

U€33l*iET [;»8€;IQL

1

2

3

4

Timothy M. Hoga n (004567)
ARIZONA CENTER FOR LAW
IN THE P UBLIC INTERES T

514 W. Roosevelt Street
Phoenix, Arizona  85003
(602)258-8850

2823: AUS 25 3; U iP

5 Attorneys for Western Resource Advocates

6

7

8

9

BEF O RE THE ARIZO NA CO RP O RATIO N CO MMIS S IO N

DOUG LITTLE, Cha inma n
BOB S TUMP
BOB BURNS
TOM FORES E
ANDY TOBIN

10

1 1

Docke t No. E-01933A-15-0239

Docke t No. E-01933A-15-0322
12

13

14

NOTICE OF FILING
SURREBUTTAL TESTIMONY OF
STEVEN s. MICHEL FOR
WESTERN RESOURCE
ADVOCATES

15

16

17

IN THE MATTER OF THE AP P LICATION
OF TUCSON ELECTRIC POWER
COMP ANY FOR THE ES TABLIS HMENT
OF J US T AND REAS ONABLE RATES
AND CHARGES  DES IGNED TO REALIZE
A REAS ONABLE RATE OF RETURN ON
THE FAIR VALUE OF THE PROPERTIES
OF TUCSON ELECTRIC POWER
COMP ANY DEVOTED TO ITS
OP ERATIONS  THROUGHTOUT THE
S TATE OF ARIZONA AND FOR RELATED
AP P ROVALS .

18

19
Western Resource  Advocates  ("WRA"), through its  undersigned counsel, hereby

20 provide s  notice  tha t it ha s  this  da y file d the  writte n s urre butta l te s timony of S te ve n S .

21 Michel in connection with the  above-captioned matte r.

22 / / /
23

/ / /
24

Arizona Corporation Commission

D O CO K E t .  t

AUG 25 2016
25

In

()R.IC.8INAL

OCKETED x89'D



1 DATED this  25th day of August, 2016.

2 ARIZONA CENTER FOR LAW IN
THE PUBLIC INTEREST
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By 4 \
Tim y Gan
202 E. McDowell Rd., Suite 153
Phoenix, Arizona 85004
Attorneys for Western Resource Advocates
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BEFORE THE ARIZONA CORPORATION COMMISSION

IN T HE  MAT T E R  O F  T HE  AP P LIC AT IO N O F  )
TUCS ON ELECTRIC P OWER COMP ANY FOR THE )
ES TABLIS HMENT OF IUS T AND REAS ONABLE )
RATES AND CHARGES DESIGNED TO REALIZE A )
REAS ONABLE RATE OF RETURN ON THE FAIR )
VALUE OF THE PROPERTIES OF TUCS O N )
ELECTRIC P OWER COMP ANY DEVOTED TO ITS  )
O P E R ATIO NS  THR O UG HO UT THE  S TATE  O F  )
ARIZONA AND FOR RELATED APPROVALS )

Docket No. E-01933-A-15-0-39

Docket No. E-01933-A-15-0322

Surrebuttal Tes timony of

S te ve n  S . Mic he l

for

Western Resource Advocates (WRA)

August 25, 2016
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J

0- P LEAS E S TATE YOUR NAME AND BUS INES S  ADDRES S .1

2

3 A.

4

My name is Steven S. Michel. My business address is Western Resource Advocates,

409 East Palace Avenue, Unit 2, Santa Fe, New Mexico 87501.

5

6 Q- BYWHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?

7 A.

8

9

10

I  am employed by Western Resource Advoca tes  ("WRA") as  Chief  Counsel of  it s

Energy Program.  WRA is  an environmenta l law and policy organiza t ion working in the

inter ior  Western United Sta tes .  In my role as  Chief Counsel I  oversee a  group of WRA

a t t o r neys ,  ec onomi s t s ,  a na l y s t s  a nd  a s s i s t a n t s  t ha t  a p p ea r  b e f o r e  p u b l i c  u t i l i t y

11 commissions and in other forums.

12

13 Q- ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS DOCKET?

14 A. I am testifying on behalf of Western Resource Advocates ("WRA") .

15

16 Q- HAVE YOU PREVIOUSLY TESTIFIED IN THIS CASE?

17 A. Yes.  I filed direct  test imony on revenue requirement issues on lune 3,  2016.  In that

18

19

20

te s timony I cha llenged the  cos t recovery of approximate ly $20 million associa ted with a

capital investment at the San Ivan Generating Station called "Balanced Draft." My testimony

was that the installation cost was imprudent and not useful and should be disallowed.

21

22 Q- WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

23 A.

24

In t his  t es t imony I  wi l l  exp la in WR A's  suppor t  for the Set t lement  Agreement

Regarding Revenue Requirement, which was submitted on August 15, 2016.
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1 Q- WHY DOES WRA SUPPORT THESETTLEMFNTAGREEMENT?

2 A. One concern of WRA's with respect to the Balanced Draft installation was that it

3 could create an incentive for Tucson Electric Power (TBP) to extend its participation in the

4 San Ivan plant beyond 2022, in order to secure full cost recovery of that project. The

5 Settlement Agreement alleviates that concern by, in paragraph 4.1, recognizing that TEP's

6 share of San Ivan will be fully depreciated by 2022. That year is important because both the

7 coal supply and ownership participation agreements at San ]Ian Generating Station are

8 scheduled to end in that year. It is also the year that EPA's Clean Power Plan to regulate CON

9

10

emissions is scheduled to begin, assuming it is upheld in Court. For these reasons, among

others, it makes sense for TEP to financially prepare to end its participation in the plant in

11 2022. The Set t lement  enables that  preparat ion, and WRA believes that  the revised

12 de pre c ia tion s che dule  provide s  a  re a s ona ble  re s olution to  the  Ba la nce d Dra ft is s ue .

13 My unde rs ta nd ing  is  tha t the  de p re c ia tion  e xpe ns e  a nd  tim e fra m e  fo r o the r a s s e ts

14 owne d by TEP  will be  s im ulta ne ous ly a djus te d s o tha t the  cha nge  to S a n ]Ia n's  de pre cia b le

15 life will not affect TEP's overall revenue requirement.

16

17 Q- WHAT ACTION DO YOU RECOMMEND THAT THE ARIZONA CORPORATION

18 COMMISSION TAKE WITH RESPECT TOTHE SETTLEMENTAGREFMENT?

19 My opin ion  is  tha t the  Augus t 15 th S e ttle me nt A_qre e me nt, with  re s pe c t to  the  is s ue s  I

20 ha ve  a ddre s s e d, is  in  the  public  in te re s t a nd s hould be  a pprove d by the  Commis s ion.

21

22 Q, DOES  THIS  CONCLUDE YOUR TES TIMONY?

23 A. Yes .
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